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E.O. 11652: N/A 
TAGS: ETRD, GATT 

SUBJECT: MTN DATE BASE-SUBSIDIES 

REF: (A) STATE 204944; (B) STATE 209697; (C) HAGUE 1284, 3/19/75 

1. AS REPORTED PARA 18 REF C NETHERLANDS HAS ADHERED TO EC CAP 
SYSTEM. WITH POSSIBLE EXCEPTIONS NOTED PARA 2 AND 4 BELOW, GON 

HAS NO NON-EC SANCTIONED (NATIONAL) EXPORT SUBSIDIES FOR AGRICULTURAL 
PRODUCTS. GON ASSISTANCE TO AGRICULTURAL SECTOR CONFINED TO AREAS 
SUCH AS: (A) EDUCATION; (B) ENCOURAGEMENT AND FINANCIAL SUPPORT 
TO COOPERATIVE; (C) SPECIAL HEALTH AND SOCIAL PROGRAMS FOR FARMERS; ( 

D) 

INCENTIVES THROUGH PARTIAL SUBSIDIZATION OF INTEREST PAYMENTS 
ON COMMERCIAL BANK LOANS TO FARMERS FOR CONSOLIDATION OF FARMS 
AND FOR UPGRADING OR BUILDING OF NEW ON-FARM STRUCTURES. 

2. SUBSIDIES AND TAX RELIEF TO GREENHOUSE INDUSTRY. FOLLOWING 1973 
ENERGY CRISIS GON IN ACCORDANCE WITH SPRING '74 EC GUIDELINES 
AGREED TO ASSIST THE GREENHOUSE INDUSTRY BY SUBSIDIZING UP TO 

50 PERCENT OF AOIL PRICE INCREASE SINCE SEPT. 73. SINCE MAY ’75 
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30 PER 1,000 LIETERS LATER RASIED TO HFL 50 AND THEN HFL 60 
PER 1,000 LITERS. DUE DROP IN OIL PRICES AND SUBSIDY PERCENTAGE 
CURRENT RATE IS HFL 37 AND HFL 39 FOR LIGHT AND HEAVY OIL, 

RESPECTIVELY. IN PRE-CRISIS DAYS, 30 TO 40 PERCENT OF CRISIS, 

GON OFFERED LOW-COST LOANS TO ENCOURAGE CONVERSIONS FROM OIL 
TO NATURAL GAS. AS RESULT ESTIMATED 80-85 PERCENT OF INDUSTRY 
NOW USES NATURAL GAS. ENERGY COSTS CONSTITUTE ABOUT 25 PERCENT OF 
ALL COSTS. SUBSEQUENTLY, GON ALSO AGREED TO PAY NATURAL GAS 
USERS AN AMOUNT EQUAL TO EXCISE TAX ON OIL WHICH HAD BEEN 
RESCINCED. AS PART OF LONG-RANGE SOLUTION TO SERIOUS ECONOMIC 
HARDSHIP INDUSTRY (PARTICULARLY THE OIL USING SECTOR) FACES 
AND RESULTING POLITICAL PRESSURES ON GON, IT WAS ALSO AGREED 
THAT SPECIAL LOWER PRICE FOR NATURAL GAS CHARGED TO INDUSTRY 
BY GON WOULD BE RAISED OVER NEXT 4 YEARS TO LEVEL OF OIL PRICES. 

3. COMMENT. WITHOUT THESE EC-SANCTIONED MEASURES DUTCH VEGETABLES 
AND HORTICULTURAL PRODUCT PRODUCTION WOULD SIGNIFICANTLY SHRINK, 
THEREBY CAUSING NOT ONLY NEAR COLLAPSE OF GREENHOUSE INDUSTRY BUT 
ALSO SERIOUS ECONOMIC AND POLITICAL CRISIS. EC GUIDELINES IN THIS 
INSTANCE PROVIDE THE FRAMEWORK AND THEREBY LEGALITY FOR GON ACTION. 
AS MATTER OF POLICY GON CONSIDERS SUBSIDY AND EXCISE TAX RELIEF 

AS SOCIAL MEASURE AND NOT REPEAT NOT AS MEANS TO PROMOTE EXPORT 
OR CONESSIONARY FIANCING FOR THE INVOLVED AGRICULTURAL 
PRODUCTS. GON TOTAL ANNUAL BUDETARY OUTLAY AND FOREGOING OF 
EXCISE TAX REVENUES FOR PROGRAM HAS NOT BEEN PUBLISHED AND WOULD 
BE WELL NEAR IMPOSSIBLE TO COMPUTE FROM AVAILABLE STATISTICS. 
PROGRAM DOES NOT REPEAT NOT RESULT IN DIFFERENCE BETWEEN DOMESTIC 
AND EXPORT PRICE SINCE, IN THIS INSTANCE, THE LATTER IS DETERMINANT 
FACTOR. 

4. FORCEDBY SERIOUS ECONOMIC DIFFICULTIES. MAINLY IN 1974, THE 
DUTCH POULTRY INDUSTRY REQUESTED GON FIANCIAL AID ON SEVERAL 
ISSUES. MOST OF THE INDUSTRY'S WISHEDS WERE NOT GRANTED. HOWEVER, 

GON AGREED NOT REPEAT NOT CHARGE COST FOR GOVERNMENT VETERINARY 
EXPORT INSPECTIONDURING JULY 1, 1975-FEB 28, 1976. TOTAL COST 

FOR THIS SUBSIDY 6 MILLION GUILDERS. THIS PROGRAM STRICTLY 
NATIONAL AND NOT UNDER ANY EC GUIDELINES OR REGULATIONS. ALTHOUGH 
TIS SUBSIDY IS NOT MEANT PER SE TO HELP PROMOTE EXPORT IT ENABLES 
DUTCH EXPORTERS TO EFFECTIVELY COMPETE WITH WEST GERMAN PRODUCERS. 
PLEASE NOTE THERE IS NO OBLIGATION TO HAVEPOULTRY VETERINARY- 
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